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Auditor of State David A. Vaudt today released a report on the City of Webster City.  The report 
covers the period January 1, 1997 through December 31, 2006.  The review was performed as a result 
of a request from an elected official to perform a reaudit in accordance with section 11.6(4)(b) of the 
Code of Iowa because of concerns regarding transactions between the City and a consulting firm, The 
Energy Group.   
Vaudt reported the City participates in the “Key Accounts Management program” established by 
its energy provider, Corn Belt Power Cooperative.  The Cooperative reimburses the City for salary and 
other necessary costs incurred during administration of the program.  Prior to October 2006, the City 
engaged The Energy Group to administer the program for the City.  Kelly Needles, Executive Vice-
President of The Energy Group, was responsible for the daily operations of the program at the City.  
Vaudt reported Mr. Needles prepared and submitted reimbursement reports to the Cooperative for the 
City.  The reimbursement reports documented the number of hours Mr.  Needles worked on the 
program.  Mr. Needles also prepared and submitted invoices to the City for his work on the program.  
Based on the reimbursement reports, the Cooperative reimbursed the City $324,145.62 for the 
program between July 1, 2001 and September 30, 2006.  Vaudt reported the reimbursement reports 
submitted to the Cooperative by Mr.  Needles show he worked 10,398.25 hours on the program.   
However, the invoices Mr. Needles submitted to the City for the same time period show he worked only 
6,083.9 hours on the program.  Vaudt reported the additional 4,314.35 hours of service reported to 
the Cooperative for Mr. Needles’ time on the program resulted in the City receiving reimbursements of 
$137,464.89 more than the City was eligible for under the program.  The City was also reimbursed 
$1,500.00 for the purchase of a computer which was not in the City’s possession. 
The report also includes an additional $44,367.27 of improper disbursements, $56,592.21 of 
unsupported reimbursements and $37,440.00 for services which were not authorized by the Council. 
Copies of the report have been filed with the Hamilton County Attorney’s Office and the Attorney 
General’s Office.  A copy of the report is available for review in the Office of Auditor of State and on the 
Auditor of State’s web site at http://auditor.iowa.gov/specials/specials.htm. 
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Auditor of State’s Report 
To the Honorable Mayor and 
Members of the City Council: 
We received a request from an elected official to perform a reaudit of the City of Webster 
City in accordance with Chapter  11.6(4)(b) of the Code of Iowa.  Based on the information 
available, we determined a partial reaudit and certain additional procedures were necessary in 
order to address specific concerns brought to our attention.  Accordingly, we have applied certain 
tests and procedures to selected accounting records and related information of the City for the 
period January 1, 1997 through December 31, 2006.  Based on the information available, we 
performed the following procedures:  
(1)  Reviewed internal controls at the City to determine whether adequate polices and 
procedures were in place.    
(2)  Reviewed invoices and related documentation submitted by The Energy Group to 
determine if the invoices appeared appropriate and were properly supported. 
(3)  Obtained and reviewed Key Accounts Management program reimbursement reports 
submitted to Corn Belt Power Cooperative to determine if the reports were 
supported and accurately prepared. 
(4)  Recalculated invoices from The Energy Group to determine if they were 
mathematically accurate. 
(5)  Reviewed Webster City and Riverview Day Care Project Files obtained from MIDAS 
Council of Governments and the City to determine compliance with grant 
requirements. 
(6)  Compared terms of certain construction and professional service contracts to 
payments made to determine if payments were appropriate and in compliance with 
terms of the contracts. 
(7)  Obtained and reviewed certain City Council minutes and resolutions to determine 
what was presented to the Council and any actions taken. 
(8)  Obtained and reviewed minutes from various Webster City Childcare Coalition 
meetings to determine what information was presented and any action taken.  
(9)  Determined statutory compliance with public bidding requirements. 
(10)  Reviewed Request for Proposals for the Project Management of the Webster City 
and Riverview Day Care projects to determine if the projects were properly bid. 
(11)  Reviewed inspection log sheets for the child care projects to determine if they 
appeared complete and reasonable.  
4 
(12)  Interviewed various current and former City personnel to obtain an understanding 
of certain transactions and the events surrounding the transactions. 
(13)  Interviewed Kelly Needles of The Energy Group to obtain an understanding of 
certain transactions and the events surrounding the transactions. 
The procedures identified $138,964.89 of improper reimbursements, $56,592.21 of 
unsupported reimbursements, $44,367.27 of improper disbursements and $37,440.00 for 
services which were not authorized by the Council.  The detailed findings and recommendations 
are presented in the Investigative Summary and Exhibits A through F of this report.  
The procedures described above do not constitute an audit of financial statements 
conducted in accordance with U.S. generally accepted auditing standards.  Had we performed 
additional procedures, or had we performed an audit of financial statements of the City of 
Webster City, other matters might have come to our attention that would have been reported to 
you. 
Copies of this report have been filed with the Hamilton County Attorney’s Office and the 
Attorney General’s Office. 
We would like to acknowledge the assistance and many courtesies extended to us by the 
officials and personnel of the City of Webster City during the course of our review.   
 
 
 
 
  DAVID A. VAUDT, CPA  WARREN G. JENKINS, CPA 
  Auditor of State  Chief Deputy Auditor of State 
July 31, 2007  
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Webster City 
Investigative Summary 
Background Information 
The City of Webster City operates under the Council-Manager form of government.  The 
Council members are elected on a non-partisan basis.  The City provides numerous services 
to citizens, including general government, public safety, public works, health and social 
services, culture and recreation, and community and economic development services.  The 
City also provides water, sewer and electric services for its citizens.   
We received a request from an elected official to perform a reaudit of Webster City in 
accordance with Chapter 11.6(4)(b) of the Code of Iowa.  The request included concerns 
regarding: 
•  payments to The Energy Group for duties performed related to the Corn Belt 
Power Cooperative Key Accounts program, 
•  project management services provided by The Energy Group for construction 
of the Webster City Day Care and Riverview Day Care and 
•  other consulting services provided by The Energy Group. 
The request also included issues which we reviewed but for which a finding did not result, 
including the former City Manager’s travel claims, the sale of a transformer and the 
electrical rates charged to specific industrial class electrical users.  In addition, the request 
included concerns regarding the nature of the relationship between the former City Manager 
and a consultant hired by the City. 
According to The Energy Group’s website, the vendor “is an independently owned 
professional services firm specializing in a variety of energy and utility based services.  The 
Energy Group facilitates all types of building renovation and construction efforts and can 
bring specific expertise in the area of installations of new energy efficient equipment that 
produces energy savings”.  The partners of The Energy Group are Les Wilson, President, and 
Kelly Needles, Executive Vice-President.   
From January  1997 through December  2006, the City frequently engaged the services of 
The Energy Group for various consulting projects including cost-of-service studies for the 
City’s utilities, energy audits, economic development, airport consultation, project 
management for the construction of child care facilities, management advisory services, and 
administration of the Key Accounts program established by the City’s energy provider.  The 
projects covered the following time periods:   
•  Rebuild Webster City Project:  January 1997 through November 1998. 
•  Corn Belt Power Cooperative Key Accounts program: April  2000 through 
October 2006. 
•  Webster City Day Care and Riverview Day Care: April  2001 through 
June 2003. 
•  Other consulting services: January 1997 through December 2006.  
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Mr.  Needles was the primary consultant for each project.  According to the former City 
Manager, Teresa Rotschafer, The Energy Group was also hired to assist with administration 
of the City’s utilities because she did not have a background in that area.  During our 
fieldwork, we examined several City documents and Council minutes which identified 
Mr. Needles as the City’s Utility Advisor.  According to City officials and staff, Mr. Needles 
spent a majority of each work-week on City projects and an office at the City Hall was 
available for his use.   
Payments made by the City to The Energy Group for the period January 1, 1997 through 
December 31, 2006 are summarized in Exhibit B.  Table 1 summarizes the amounts the 
City paid to The Energy Group during fiscal years 1997 through 2007 based on monthly 
billings for services.  The services provided by The Energy Group for the Key Accounts 
program, Child Care Projects, general consulting and Cost-of-Service Studies will be 
discussed in detail in subsequent sections of this report.   
Table 1 
 
Fiscal 
Year 
Key 
Accounts 
program 
 
Child Care 
Projects 
 
General 
Consulting 
Cost–of-
Service 
Studies 
 
Other 
Services^ 
 
 
Total 
1997  $                -  -  9,850.00   8,700.00   11,021.50   29,571.50  
1998 -  -  13,397.50    - 21,574.02   34,971.52   
1999 -  -  25,650.00    11,560.00   12,450.00   49,660.00  
2000 3,800.00    -  46,450.00    - 2,000.00    52,250.00   
2001 42,525.00    7,800.00    12,925.00   - 5,207.80    68,457.80   
2002 66,410.75    67,559.25    4,875.00   - 15,827.50    154,672.50   
2003 77,090.00    47,209.99    13,325.00   24,700.00   15,177.50   177,502.49  
2004 79,706.25    2,702.87    14,495.00   12,740.00   13,617.50   123,261.62  
2005  55,441.75   -  -  -  10,908.75   66,350.50  
2006 53,248.00    -  -  -  -  53,248.00   
2007  8,502.00    - 1,137.50  -  - 9,639.50   
Total  $ 386,723.75   125,272.11   142,105.00    57,700.00   107,784.57   819,585.43  
^ - Other Services is composed of consulting services related to economic development, administration of 
the Rebuild Webster City grant and miscellaneous projects.   
We performed the procedures detailed in the Auditor of State’s Report for the period 
January 1, 1997 through December 31, 2006 for certain transactions between the City and 
The Energy Group.   
These procedures identified $138,964.89 of improper reimbursements, $56,592.21 of 
unsupported reimbursements, $44,367.27 of improper disbursements and $37,440.00 for 
services which were not authorized by the Council.  The findings are summarized in Exhibit 
A and explained in greater detail in the pages referenced.   
Detailed Findings 
Key Accounts Management program - Corn Belt Power Cooperative (Corn Belt) is an electric 
cooperative owned by its member systems.  It provides electricity to 11 member distribution 
electric cooperatives and one municipal electric cooperative that serve farm members, rural 
residences, small towns and commercial and industrial members in 41 counties in northern 
Iowa, including the North Iowa Municipal Electrical Cooperative Association (NIMECA), of 
which Webster City is a member. 
A “Key Accounts Management program” was established by Corn Belt to ensure exemplary 
customer service is provided to and long-term relationships are fostered with top energy users.  
Typically, top energy users include industries and other large customers.  The program is  
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administered at a local level by individuals employed by members of Corn Belt.  According to 
Mr. Needles, he was instrumental in establishing the program.  On June 6, 2000, City officials 
signed an agreement with Corn Belt to administer the program for customers of the Webster 
City Utilities.   
Services provided by the program include energy system design and audits, lighting design, 
power quality analysis, thermography services and compressed air audits.  Corn Belt provides 
funding to the City for salary and other necessary costs related to the services provided and the 
operation of the program.  Necessary costs include expenses such as equipment, material, 
supplies and travel.   
As a result of the City’s participation in the program, certain City employees spend a portion of 
their time working with large customers of the Webster City Utilities.  Mr. Needles also worked 
on the program.  He administered the program for the City and attended many meetings on 
behalf of the City.  The agreement between the City and Corn Belt requires the City to report all 
program expenses on monthly reimbursement reports submitted to Corn Belt.   
Several concerns regarding Mr.  Needles’ administration of the program for the City were 
brought to our attention.  Each concern is addressed in the following paragraphs.   
a.  Reimbursements from Corn Belt – As required by the agreement, monthly 
reimbursement reports were submitted to Corn Belt for the City.  Appendix 1 includes 
an example of a monthly reimbursement report.  As illustrated by the Appendix, the 
report includes a listing of positions, the number of hours staff worked on the program 
and a related reimbursement amount.   
The amount reimbursed to the City was based on hourly rates established by Corn Belt.  
The hourly rates were periodically changed by Corn Belt.  Table 2 summarizes the 
amounts reimbursed to the City based on the reports submitted on behalf of the City.  
We were able to obtain the reimbursement reports from Corn Belt for July  2001 
through September 2006.   
The City also received reimbursements prior to July 1, 2001, but we were unable to 
obtain all of the related reports from the City or Corn Belt.  After September 2006, The 
Energy Group only provided historical information for the Key Accounts program to the 
City, according to the current City Manager.  Reimbursement reports have not been 
submitted to Corn Belt since the report for September 2006. 
Table 2 
  Fiscal Year Ended June 30,   
Report 
Month 
 
2002 
 
2003 
 
2004 
 
2005 
 
2006 
 
2007 
 
Total 
July   $   4,726.65   5,962.75   6,635.64   5,322.50   4,933.84   3,578.22   31,159.60  
Aug. 5,246.00    5,920.75    5,181.60   5,332.63   4,933.84   1,667.52   28,282.34  
Sept. 5,438.90    5,975.75    5,181.60   5,337.50   4,461.62   729.54   27,124.91  
Oct. 5,162.75    6,070.34    5,175.48   5,315.00   5,164.70   -   26,888.27  
Nov. 5,091.96    6,164.93    5,786.22   4,683.25   5,017.12   -   26,743.48  
Dec. 4,583.00    6,192.34    5,986.56   4,541.94   4,953.47   -   26,257.31  
Jan. 5,776.75    6,054.12     6,665.90   4,755.93   1,910.70   -   25,163.40  
Feb. 5,600.75    5,893.38    7,209.71   3,373.00   3,474.00   -   25,550.84  
March 5,985.75    6,391.20    5,739.50   4,452.54   2,779.20   -   25,348.19  
April 6,025.75    6,178.14    5,293.03   5,498.05   3,821.40   -   26,816.37  
May   6,162.75   6,559.74   5,320.63   5,335.48   5,280.48   -   28,659.08  
June 6,139.75    6,702.84    5,373.53   5,330.21   2,605.50   -   26,151.83  
   Total  $ 65,940.76   74,066.28   69,549.40   59,278.03   49,335.87   5,975.28   324,145.62   
8 
According to City personnel we spoke with, Mr. Needles provided the reimbursement 
reports to the City, which then submitted the reports to Corn Belt.  Mr.  Needles 
confirmed he prepared the monthly reimbursement reports.  He also stated he did not 
receive timesheets or other documentation regarding the number of hours worked on 
the program by City employees.  However, he had a good idea of the number of hours to 
include in the monthly reimbursement reports for the employees, based on his 
observations.  Also according to Mr.  Needles, the number of hours reported on the 
reimbursement reports for “K.A. [Key Accounts] Executives” was the time Mr. Needles 
himself spent working on the program.   
In addition to the monthly reimbursement reports Mr. Needles prepared for Corn Belt, 
he also prepared monthly invoices to the City from The Energy Group.  Prior to June 1, 
2004, the invoices from The Energy Group listed the total number of hours worked for 
each type of service provided, such as economic development, general consulting and 
the Key Accounts program.  However, additional information was not provided.  In 
response to a request from a Council member for additional information, monthly 
invoices received after June 1, 2004 identified specific projects worked on for each type 
of service provided.  The invoices prepared after June 1, 2004 also often included a 
notation of the amount the City was to be reimbursed by Corn Belt for the 
administration of the Key Accounts program.  An example of an invoice from The 
Energy Group to the City prepared after June 1, 2004 is included in Appendix 2.   
Exhibit C compares the number of hours Mr. Needles included on the reimbursement 
reports to Corn Belt and the number of hours Mr. Needles billed the City for his work 
on the Key Accounts program.  As illustrated by the Exhibit, the City received 
reimbursement from Corn Belt for 10,398.25 hours of service provided for the Key 
Accounts program from April 2000 through September 2006.  However, the City was 
billed by The Energy Group for only 6,083.90 hours of service for the program for the 
same period.  The additional 4,314.35 hours of service reported to Corn Belt resulted in 
the City receiving $137,464.89 for hours not worked by Mr. Needles on the program.  
During our interview with Mr. Needles, he stated he prepared the reimbursement report 
to Corn Belt in a manner which took full advantage of the amount the City could 
collect.  He was a “Webster City guy” trying to get as much as he could for the City 
knowing that he did not actually work all of the hours submitted.   
However, a representative of Corn Belt sent an e-mail to Mr. Needles on May 4, 2007 to 
confirm Mr.  Needles submitted only hours worked on Key Accounts activities for 
reimbursement.  In an e-mail reply dated May 6, 2007, Mr. Needles confirmed that was 
correct.  A copy of the e-mail correspondence is included in Appendix 3. 
It appears Mr. Needles added extra hours to the Corn Belt reimbursement reports to 
offset a larger portion of the amount he billed the City for his work since Mr. Needles 
hourly billing rates to the City exceeded the maximum hourly rate allowed by Corn Belt 
for reimbursement.  Because sufficient documentation is not available, we are unable to 
determine if extra hours were added to the reimbursement reports for other staff 
members.  Mr. Needles stated he did not feel the extra hours would be an issue because 
the funds from which Corn Belt reimbursed the City were “technically not their money 
anyway.”  Mr. Needles indicated the funds held by Corn Belt were funds originating 
from and were “due back” to the member organizations.  The $137,464.89 received by 
the City for time not worked by Mr. Needles has been included in Exhibit A. 
According to a Corn Belt representative, starting in January 2004, the number of hours 
included on the reimbursement reports to Corn Belt was limited to 160 hours per 
month or 95% of the combined hours worked by the Key Accounts Executive and staff 
during the period.  The limitation was established because members had been  
9 
requesting reimbursement for more than 100% of a full time position, which meant the 
individuals were working overtime on the Key Accounts program.  Corn Belt would not 
reimburse for the costs associated with overtime.  We reviewed the reimbursement 
reports submitted for Webster City and determined 42 of 78 reimbursements for the 
period April 2000 through September 2006 were reported at 160 hours or greater.   
Table 3 summarizes the hours billed to the City and reimbursed by Corn Belt for 
Mr.  Needles’ time on the Key Accounts program each fiscal year.  The Table also 
summarizes the related costs billed to the City and reimbursed by Corn Belt.  Exhibit D 
includes the costs by month.  As illustrated by the Table, the City was billed by The 
Energy Group for 4,314.35 hours less than reimbursed by Corn Belt, yet the City was 
billed $56,888.89 more.  This is the result of Corn Belt reimbursing the City between 
$30.00 and $34.74 per hour for the work performed by Mr. Needles while Mr. Needles, 
in turn, billed the City $50.00 per hour until February 2001 when the rate increased to 
$65.00 per hour for work he performed.  The City should have received reimbursement 
from Corn Belt for approximately 50% of the costs the City paid Mr. Needles for services 
associated with the Key Accounts program.  However, the City was reimbursed 
approximately 85% of the costs for Mr. Needles’ services. 
Table 3 
  
Hours  
  
Costs 
Fiscal 
Year 
Billed to 
the City* 
Reimbursed 
to the City^ 
 
Variance 
  Billed to  
the City* 
Reimbursed 
to the City^ 
 
Variance 
2000  124.00  104.00  20.00    $    6,200.00  3,120.00  3,080.00 
2001 787.00  1,424.00  (637.00)   44,285.00  42,720.00  1,565.00 
2002 1,055.70  1,711.50 (655.80)   68,620.75  51,345.00  17,275.75 
2003 1,242.00  1,913.50 (671.50)   80,730.00  59,221.20  21,508.80 
2004 1,143.00  1,889.00 (746.00)   74,295.00  60,944.20  13,350.80 
2005 860.10  1,769.25  (909.15)   55,906.50 58,203.51  (2,297.01) 
2006 781.20  1,415.00  (633.80)   50,778.00  48,305.67  2,472.33 
2007 90.90  172.00  (81.10)   5,908.50  5,975.28  (66.78) 
 6,083.90  10,398.25  (4,314.35)   $  386,723.75  329,834.86 56,888.89 
* - By The Energy Group 
^ - By Corn Belt 
A City staff member we spoke with was aware the reimbursement reports prepared by 
Mr. Needles included more hours than actually worked.  The staff member stated they 
were told a long standing verbal agreement existed between Corn Belt and the City for 
this provision because the City was unable to take advantage of some of the credits 
which Corn Belt offered other members.   
According to a Corn Belt representative we spoke with, Corn Belt was not aware the 
hours submitted for reimbursement were greater than the number of hours actually 
worked and had not allowed additional hours in lieu of credits.  It appears the City staff 
member’s understanding of the arrangement to report more hours than actually worked 
is incorrect. 
During our fieldwork, we spoke with Mayor Gene Gray, former City Manager Teresa 
Rotschafer and other former and current Council members who stated they were not 
aware reimbursement reports had been submitted to Corn Belt for more hours than 
actually worked by Mr. Needles.  Current and prior City officials we spoke with stated 
they had not received copies of the reimbursement reports submitted to Corn Belt.    
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They also stated they had only reviewed the invoices to the City from The Energy Group 
which contained a notation of how much reimbursement Corn Belt would be providing 
to the City for the month of the invoice submitted.  It appears the purpose of the 
notation of the reimbursement amount was to make it apparent how much of the 
amount billed to the City would be reimbursed by Corn Belt. 
b.  City Staff Time – As previously stated, Mr.  Needles prepared the reimbursement 
reports and he stated he did not receive timesheets or other documentation regarding 
the number of hours worked on the program by City employees.  However, he had a 
good idea of the number of hours to include in the monthly reimbursement reports for 
the employees, based on his observations.   
According to a Corn Belt representative we spoke with, in addition to the Key Accounts 
Executive’s position, there are several other personnel categories for which hours are 
reimbursable to the City.  The representative identified the following categories and the 
positions which would fit in each category: 
•  Key Accounts Executive – Mr. Needles, (The Energy Group), 
•  Key Accounts Management – City Manager or other staff who oversees the Key 
Accounts Executive, 
•  Key Accounts Representative – the staff who assist the Key Accounts Executive or 
the City’s Energy Manager.  These positions work with energy customers, 
•  Key Accounts Support – staff who provide secretarial support within the City for 
the Key Accounts program. 
According to a representative of Corn Belt we spoke with, it would be his expectation 
the City Manager would be responsible for administration of the program.  However, 
according to Ms.  Rotschafer, the former City Manager, she had delegated those 
responsibilities to Mr. Needles.  During our interview with Ms. Rotschafer, she stated 
she was not involved with the preparation or submission of the reimbursement 
reports to Corn Belt or any other aspects of the program.    
The hours included on reimbursement reports for staff were not supported by 
timesheets or other records.  Corn Belt’s Key Accounts Management Expense 
Reimbursement Policy states it is the responsibility of the Key Accounts Executive to 
track the time spent on the Key Accounts program and request reimbursement for the 
actual number of hours spent.  The unsupported costs reimbursed by Corn Belt for City 
staff time has been included in Exhibit A and totals $45,815.20.  Exhibit E displays 
the monthly amounts by staff position and the total amount not supported by 
appropriate documentation.   
c.  Other Unsupported Expenses – Corn Belt reimbursed the City for other expenses 
associated with the Key Accounts program, including equipment, such as computers, 
supplies, travel and other expenses, such as mileage, dues, memberships and training.  
The Key Accounts Management Expense Reimbursement policy states all monthly 
expenses must have adequate documentation.  Supporting documentation is required 
to be attached to the claim.   
According to the Corn Belt representative we spoke with, the City is responsible for 
monitoring the activities of Key Accounts staff and ensuring the costs submitted for 
reimbursement, including salary, are legitimate and properly supported.  Although 
support may have been submitted to Corn Belt with the individual reimbursement 
reports, neither a copy nor the original was retained at the City and was not available  
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for review.  The $12,735.60 reimbursed to the City by Corn Belt for April 2000 through 
September  2006 for other expenses incurred is listed by month in Exhibit F.  Only 
$1,958.59 was supported by appropriate documentation which we obtained from Corn 
Belt.  We were unable to obtain documentation for the remaining $10,777.01 of 
expenses from the City or Corn Belt.  The $10,777.01 has been included in Exhibit A. 
According to individuals we spoke with, 2 laptop computers were purchased by The 
Energy Group and billed to the City.  The cost of the 2 computers was subsequently 
reimbursed to the City by Corn Belt as part of the Key Accounts program.  According to 
Mr. Needles, the hard drive of 1 laptop was eventually damaged and the computer was 
disposed of.  The remaining laptop, which cost $1,500.00, was in Mr.  Needles’ 
possession and had not been returned to the City as of May 1, 2007.  As a result, we 
have included the $1,500.00 cost in Exhibit A. 
Child Care Projects – The City was awarded a $350,000 Community Development Block 
Grant (CDBG) to construct 2 childcare centers.  Initially, the City planned to obtain a loan from 
the U.S. Department of Agriculture (USDA) for some of the costs of the child care projects.  
However, the Council subsequently decided not to pursue a loan from the USDA and passed a 
resolution in July 2004 approving the issuance of $350,000 of general obligation notes.  
On July 18, 2000, The Energy Group entered into contracts to provide project management 
services to the Webster City Community School District and the City.  Each of the contracts 
involved centers for children and are summarized below: 
•  Contract between Webster City Community School District and The Energy Group for 
the purpose of providing project management services for the Riverview Early 
Childhood Center at a fee not to exceed $2,500.00.  The contract was signed by 
Dennis  C.  Bahr, Superintendent, and Mr.  Needles, Executive Vice President of The 
Energy Group.  The fees were paid by the City and the District subsequently 
reimbursed the City.  Appendix 4 includes a copy of the contract.   
•  Contract between the City and The Energy Group for the purpose of providing project 
management services for the Webster City Day Care at a fee not to exceed $75,000.00.  
The contract was signed by former City Manager Teresa Rotschafer and Mr. Needles, 
Executive Vice President of The Energy Group.  Appendix 5 includes a copy of the 
contract.   
As illustrated by Appendices 4 and 5, each contract specified The Energy Group was to 
provide single-source professional management for the entire project, including, but not 
limited to, arranging for architectural and engineering services for design development and 
design phases of each project, providing specifications/guidelines packets to potential bidders 
and oversight of the procurement process and working with building staff and school district 
personnel to plan physical changes necessary to accommodate the need of building occupants 
during design and construction.   
The concerns listed below were brought to our attention regarding The Energy Group’s 
involvement in the contracts.  
a.)  The Energy Group’s, and specifically Mr. Needles’, appointment as project manager, 
b.)  Amounts paid to The Energy Group for project management, 
c.)  Inspections of the child care projects and 
d.)  Appearance of personal relationship between the former City Manager and 
 a representative of The Energy Group.   
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Each concern is addressed in the following paragraphs. 
a.  Appointment of Project Manager – Concerns were brought to our attention regarding the 
manner in which Mr.  Needles was appointed project manager.  The documents we 
reviewed include the following: 
•  A letter dated June 15, 2000 was written to Mr. Needles by the Webster City Child 
Care Coalition.  It stated it was an “invitation to submit professional qualifications 
for a review process that could lead to a construction management agreement for 
our project.”  A copy of the letter and information regarding the Statement of 
Qualifications are included in Appendices 6 and 7, respectively.   
•  A letter dated June 16, 2000 was prepared by Mr. Needles on behalf of The Energy 
Group and submitted to the Childcare Coalition. It was accompanied by a proposal 
which stated the proposed fee for the combined Riverview School renovation and the 
Hy-Vee project (Webster City Day Care) was an amount not to exceed $75,000.  The 
proposed fee included all expenses and oversight of the construction project 
through completion.  A copy of the letter and proposed project fee are included in 
Appendix 8.   
When we interviewed Mr. Needles, he stated the Child Care Coalition representatives 
had approached him about being the manager on the project “due to The Energy 
Group’s experience in the public arena”.   
When we spoke with former City Manager Teresa Rotschafer, she also stated an 
estimate from the firm which provided architectural services came in high.  As a result, 
the Coalition asked Mr. Needles to submit a bid.  The Coalition interviewed bidders and 
the decision came down to price.  According to Ms. Rotschafer, The Energy Group was 
chosen as the project manager.   
During our fieldwork, we reviewed project files from the City for documentation of 
competitive bidding for the project management.  We obtained project files from the City 
for the child care projects and found Requests for Proposal (RFP) letters to 3 firms 
requesting a Statement of Professional Qualifications.  Letters were sent to The Energy 
Group, Leading Edge Development Services and Loren Shultz, doing business as 
Business & Industry.  The letters to The Energy Group and Leading Edge Development 
Services are identical except for the addresses.  However, as illustrated by Appendix 6, 
the letter to Mr.  Shultz is on different letterhead, is formatted differently and is not 
signed.  In addition, the letter to Mr. Schultz contains an address, phone numbers and 
e-mail address at the bottom of the letter.  Based on this information, the letter appears 
to have been sent from Hamilton County SEED, a non-profit organization to promote 
economic development in Hamilton County. 
It does not appear the RFP sent to Mr. Shultz was sent as early as the RFP sent to The 
Energy Group.  Typically, when RFPs are issued by governmental entities, they are 
mailed to all potential bidders simultaneously and contain a deadline for response.  It 
appears the RFP letter sent to Mr. Shultz was prepared later in an attempt to make it 
appear proper procedures had been followed for procurement of the project 
management services.  
From the City’s project files, we also obtained a letter from Mr. Shultz dated June 23, 
2000 which states “please accept the following proposal for construction management 
for the Webster City Day Care Project.”  The letter also stated the amount of “not-to-
exceed” fees for the project totaled $75,000.00.  Attached to his statement of 
qualifications was a Post-It note which stated:   
“Since this is so obviously bogus, I hope you use it only as a last resort and I 
EXPECT to be protected from embarrassment LJS”  
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We contacted Mr.  Shultz and asked him if he had submitted his resume or 
qualifications to be Project Manager for the child care projects and if he wrote the 
attached note.  He stated he did not recall submitting the documents to the City.  A 
copy of the letter is included in Appendix 9.   
We also contacted the former Director of the Riverview Early Childhood Center and 
reviewed the 3 RFP letters with her.  The Director’s name was on the RFP letters to the 
3 firms, yet only 2 of the letters contained a signature.  According to the Director, she 
doesn’t recall writing the unsigned letter to Mr. Schultz, and she doesn’t recall receiving 
a proposal from him.  In addition, the unsigned letter contained an address at the 
bottom which was not on the other 2 RFP letters.  According to the Director, the 
address is not the Center’s, but Hamilton County SEED’s.  The Statements of 
Qualifications were to be submitted to Berniece Hostetler at Hamilton County SEED. 
The documentation we observed and our discussion with the Director raise questions 
regarding whether proper bidding procedures were followed and if preferential 
treatment was received by The Energy Group.   
In addition, the documentation shows both The Energy Group and Business & Industry 
submitted cost estimates of $75,000.  It is unclear how the decision between bidders 
“came down to price,” as stated by Ms. Rotschafer, when the price was the same. 
b.  Project Management Billings – The Energy Group billed the City for project management 
of the child care centers by submitting periodic invoices.  As illustrated by Table 4, the 
City paid The Energy Group $121,564.77 for project management services of the 
Riverview and Webster City Child Care Projects.  The cost of inspections are part of 
project management and, as such, should have been included in the cost established 
by the contracts.  Also, as illustrated by the contracts in Appendices 4 and 5, The 
Energy Group was also to provide “specifications/guidelines packets to potential 
bidders” as part of the contracts. 
Table 4 
Description Amount 
Design Services/Project Management  $   98,370.25  
Inspections 17,069.52   
Plans and Specifications (copying and shipping)  6,125.00  
      Total  $ 121,564.77  
Project management was to include all expenses and oversight of the construction 
project through completion.  The Design Services/Project Management was billed 
separately from inspections, plans and specifications and geothermal test well.   
However, inspections and plans and specifications would customarily be included 
under project management of a construction project of this nature.  As a result, we 
included these amounts as total project management fees.  Appendix 10 includes an 
example of a billing from The Energy Group for project management.   
Table 5 summarizes the amounts paid to The Energy Group for project management 
services and compares the total to the amounts specified in the contracts.  As 
illustrated by the Table, The Energy Group was paid $44,064.77 more than the total of 
$77,500.00 specified in the 2 contracts.    
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Table 5 
Check 
Date 
Check 
Number 
Amount 
Paid 
 Check 
Date 
Check 
Number 
Amount 
Paid 
05/08/01  50325  $ 7,800.00    06/18/02  54858  3,335.00  
07/17/01 51157  7,800.00    07/16/02  55176  16,681.42   
08/21/01 51530  7,800.00    8/20/02  55543  8,068.00   
09/18/01 51825  3,900.00    10/08/02  56071  8,093.92   
11/06/01 52363  7,800.00    11/04/02  56418  1,622.00   
11/20/01 52516  7,800.00    12/03/02  56735  1,853.75   
12/18/01 52849  7,800.00    01/07/03  57059  1,235.75   
01/22/02 53163  1,365.00    02/04/03  57399  1,931.00   
02/19/02 53460  1,815.00    04/08/03  58088  2,857.88   
03/19/02 53809  675.00    05/06/03  58558  1,776.52   
04/16/02 54123  7,100.00    06/03/03  58827  3,089.75   
05/21/02 54513  10,369.25    08/05/03  59625  2,702.87   
    Total paid  $ 125,272.11  
      Less: Geothermal Test Well payments included in total  (3,707.34) 
      Net amount paid for project management  121,564.77  
      Less:  contract amounts  (77,500.00) 
      Amount paid in excess of contract amounts  $  44,064.77  
During our fieldwork, we attempted to determine if change orders were submitted to 
and approved by the City Council for the increase in costs for project management.  
However, the City did not have any change orders available for our review.  During our 
interview with Mr. Needles, we confirmed formal change orders were not submitted by 
The Energy Group.  Based on our review of other documentation at the City, we 
determined it was customary for the City to request change orders for construction 
projects.  We observed change order approvals for the vendor who provided 
construction for the child care projects.  It is not readily apparent why the City would 
not have required change orders for the work performed by The Energy Group or why 
the amounts paid to The Energy Group exceeded the maximum established in the 
contracts.   
During our fieldwork, we also reviewed an invoice which documents The Energy Group 
billed the City $78,000.00 for the Webster City Child Care Project, which was $3,000.00 
more than the $75,000.00 included in the contract.  We could not locate any 
documentation approving the increase or any change orders related to the project.  As 
illustrated by Appendix 10, The Energy Group’s invoice shows a cost of $78,000.00 for 
the project. 
The Energy Group exceeded the total original contract amounts of $77,500.00 by 
$44,064.77.  This amount has been included in Exhibit A. 
c.  Inspections – As illustrated by Table 4, the City paid The Energy Group $17,069.52 for 
inspection fees.  During our fieldwork, we determined Mr. Needles, as a representative 
of The Energy Group, was responsible for inspections of the construction.  Daily 
inspector log sheets were to be completed to document the status of the work in   
 
  
15 
progress and other conditions of the work site, such as the weather.  We were able to 
obtain several daily log sheets prepared by the inspector.  Of the 12 log sheets available 
for our review, 7 contained the name Vicki Fortune as the inspector.  According to City 
personnel we spoke with, Ms.  Fortune is a friend of the former City Manager, 
Ms. Rotschafer.  We were unable to review all inspection log sheets because they were 
not maintained in the project files kept at the City.  Copies of the 12 log sheets available 
for our review are included Appendix 11.   
According to discussions with Ms. Fortune, she was hired by Mr. Needles to visit the job 
site and report what she saw.  She stated she had a calendar on which she recorded 
information about the progress at the construction site.  She stated she submitted the 
calendar to Mr.  Needles.  The calendar was not available for our review.  When we 
showed Ms. Fortune the inspector log sheets with her name typed at the bottom, she 
stated she had never seen the sheets before.   
We asked Ms. Fortune if she had a background in construction or was qualified to be 
an inspector and she stated she did not have any experience in the construction field.  
We also asked Ms. Fortune how often she visited the job site.  She responded she was 
there almost every day.  During the course of our fieldwork, we talked to the Director of 
Webster City Day Care who stated she only occasionally saw Ms. Fortune at the job site.  
She did not see her on a daily basis.   
Because the Iowa Department of Economic Development (DED) performs monitoring of 
construction projects funded with CDBG, we contacted a representative of DED to 
obtain an understanding of the necessary qualifications for inspecting a job site.  The 
representative stated the individual performing the inspections would ideally have 
construction or architectural experience.   
As previously stated, the City initially planned to obtain a loan from USDA for the child 
care projects.  In July 2004, a decision was made to use alternate financing.  As a 
result, the City should have been complying with USDA requirements until July 2004. 
According to the USDA representative we spoke with, a resume of qualifications of the 
resident inspector is typically submitted to USDA Rural Development for acceptance 
prior to the pre-construction conference, but is not always required.  The representative 
w a s  u n a b l e  t o  l o c a t e  a  r e s u m e  f o r  M s .   F o r t u n e .   H o w e v e r ,  w e  o b t a i n e d  c o p i e s  o f  2  
Interim Inspection reports of the child care projects prepared by a representative of the 
USDA.  The report dated July 29, 2003 documents the inspector had “Questions for 
Kelly [Needles]” regarding the inspection reports prepared by Ms. Fortune.  The report 
also documents problems, delays or adverse conditions “develop[ed] due to contractor” 
and the construction time schedule was not being followed because there was “nothing 
to hold contractor on site.” 
The Interim Inspection report dated September 5, 2003, also documents the inspector 
had “questions” regarding the inspection reports prepared for the child care projects.  In 
addition, the inspector documented: 
•  “Concern” at the question regarding the resident inspector’s familiarity with 
construction techniques,  
•  “Questionable” at the question regarding “good communications between 
resident inspector/engineer/architect/owner, and 
•  the construction time schedule was not being followed because there was “no 
discipline.”    
16 
The summary portion of the September 5, 2003 report also documented: 
•  “Reevaluate          NEED realistic timelines – lots to do – Kelly [Needles] 
•  HyVee [Webster City Day Care project] - Driveway, heat pumps – see handout – 
see dates on handout.  Collette still concerned about punch list of items; 
concern regarding resident inspector [Ms. Fortune] – Qualifications & time 
reported spent at location. 
•  Riverview – Driveway still not in – Frustration at slowness of work and long list 
of unfinished items.”   
During our interview with Mr.  Needles, we asked him about Ms.  Fortune’s role in 
performing daily inspections.  He stated he had Ms. Fortune visit the job site and record 
the weather conditions and what the workers were working on because he was unable 
to be on the job site at all times during the project.  He also stated he was considered 
the inspector on the project.   
As stated previously, the cost of the inspections should not have been billed separately 
from the cost of project management.  The cost of inspections has been included in the 
$44,064.77 reported on Exhibit A.  In addition, because it appears Ms. Fortune did not 
possess the qualifications necessary to properly inspect the construction site, The 
Energy Group should not have engaged her services for the project.   
According to Mr. Needles, inspections were not included in his contract with the City.  
He stated after the project was underway a USDA representative brought to his 
attention a full-time inspector was required to be on-site for projects funded by USDA.  
According to Mr. Needles, he was asked if he could do the inspections.  He also stated 
he included a separate charge for inspections in The Energy Group’s billings to the City 
for the project because the cost of the inspections had not been included in the contract 
cost.  If the project required additional services, The Energy Group should have sought 
a contract amendment or submitted a change order to the City. 
We reviewed the billings to the City for the project and determined they did not include 
charges for inspections after July 2003.  However, the City did not determine until 
July 2004 USDA funding would not be sought for the project.  We cannot determine if 
inspections were performed between July 2003 and March 2004 when construction was 
completed. 
d.  Personal Relationship - Appropriate documentation was not available to determine the 
nature of the relationship between the former City Manager and the consultant.  
Other Concerns Regarding Services Provided by The Energy Group - During our fieldwork, 
we identified several transactions between the City and The Energy Group, under the direction 
of Mr. Needles, for which questions were raised.    
a.  Excessive Hours per Day - We identified 6 days between June  1, 2004 and 
December 31, 2006 for which the amount billed to the City for Mr. Needles exceeded 14 
hours per day.  We also identified 11 days during the same period for which 
Mr. Needles billed the City between 10 and 14 hours for a particular day.  According to 
Mr. Needles and City personnel we spoke with, Mr. Needles simultaneously dealt with 
other clients while working on City projects.  As a result, it is not likely Mr. Needles 
could consistently spend a large portion of his time exclusively working on City 
projects.    
17 
Table 6 lists the days for which more than 14 hours per day were billed to the City.  
The $1,111.50 paid to The Energy Group for Mr. Needles’ time in excess of 14 hours per 
day is illustrated in the Table.  The total has been included in Exhibit A. 
Table 6 
  
Date 
 
Hours 
Hours in 
Excess of 14 
  06/10/04  17.5             3.5 
  06/21/04  16.0             2.0 
  07/19/04  22.5             8.5 
  05/12/05  14.3             .3 
  07/21/05  15.6             1.6 
  11/16/05  15.2             1.2 
       Total Hours  17.1 
       Hourly Rate  $      65.00 
          Total Amount  $ 1,111.50  
During our fieldwork, we determined several invoices were miscalculated by The Energy 
Group, including the invoice for June 2004 referred to by Mr. Needles in Appendix 15.  
In total, the City underpaid The Energy Group $809.00.  This amount has been 
included in Exhibit A.    
b.  Duplicates Billings – In September 2004, a Council member questioned what appeared 
to be a duplicate billing to the City by The Energy Group.  The explanation for time 
charged on certain days was the same explanation provided on a previous billing.   
Examples of invoices which include repeating explanations are included in 
Appendix 12. 
Later, the City sent a letter dated November 16, 2004 to Mr. Needles explaining why the 
payment for the October 31, 2004 bill was $65.00 less than requested.  The letter also 
stated “Please provide an explanation to his (Councilman Gillette’s) question for re-
submittal of this hour at the December  6, 2004 Council Meeting”.  Appendix 13 
includes a copy of the letter to Mr. Needles.   
In response, Mr. Needles submitted a letter to the City dated November 17, 2004.  The 
letter gave an explanation of the appearance of a duplicate billing.  The letter also 
stated, “I am willing to forego interest charges on the outstanding $65.00 fee as a token 
of our good faith working relationship with the City of Webster City.  It is my hope that 
this explanation serves as adequate description of the activity that took place over the 
past two months but specifically on the 20th of October”.  The $65.00 was subsequently 
paid by the City on December 7, 2004.  Appendix 14 includes a copy of the letter.   
We also reviewed a letter dated December 2, 2004 from Mr. Needles to Ms. Rotschafer, 
the former City Manager, in response to billing issues raised by City officials.  The letter 
stated in part “the City of Webster City is our only municipal, cooperative, or investor-
owned client who asks that we bill our time on an hourly basis and then also requires 
the level of detail that we have asked to provide”.  Mr.  Needles also offered an 
explanation for concerns regarding potential duplicate billings stating “Some of this is 
caused by the PDA (personal daily assistant) that I use that when I type in the first 
word or two of the detail, it includes what it thinks I wish to include to finish the 
explanation.”    
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The letter from Mr.  Needles also included the following: “Due to the nature of the 
inquiry I have had to, however, contact our legal counsel and suggested to him that a 
communication be drafted to the City and City Council members to remind you of the 
severity of the allegations and potential repercussions of any public discussion 
pertaining to this issue.”  A copy of the letter is included in Appendix 15.   
Shortly after the letter from Mr. Needles was received by the City, Ms. Rotschafer sent a 
memo dated December 5, 2004 to the Mayor and City Council.  The memo stated “I am 
very concerned that the services of The Energy Group (Kelly Needles) continues to be 
questioned.  Kelly has done nothing which should create the apparent mistrust by the 
City.”  A copy of the memo is included in Appendix 16.   
According to individuals we spoke with, by the end of 2006, Mr.  Needles no longer 
performed the duties of the Key Accounts Executive for the City.  As illustrated by 
Exhibits C and D, the amount of time billed to the City for the Key Accounts program 
decreased significantly late in 2006.  However, the City periodically consults with 
Mr.  Needles for the Key Accounts program.  According to City officials, the 
consultations are to obtain historical information only.   
During our review, we identified several entries on the monthly billings containing the 
same line description.  Because documentation was not available to support the 
billings, we were unable to determine if the amounts were duplicate charges of previous 
billings or verify the hours were worked.  Copies of some of the billings identified are 
included in Appendix 12.  
Cost-of-Service Studies – The City has commissioned several cost-of-service studies over the 
past several years.  The studies are designed to facilitate decision making regarding the rates 
to be charged to customers.  Table 7 summarizes the studies performed between fiscal years 
1997 and 2007.  Additional information about the studies is summarized following the Table.   
Table 7 
 
Fiscal 
Year 
 
 
Vendor 
 
 
Purpose 
 
Contract 
Amount 
 
Amount 
Paid 
Contract 
Approved 
by Council 
1997 
 
The Energy Group 
 
Webster City Municipal 
Electric Cost-of-Service Review  
$ 14,465.00 
 
$ 14,465.00** 
 
Yes 
 
1999  The Energy Group  Electric Cost-of-Service Study  15,750.00   11,560.00     Yes 
2004 
 
The Energy Group 
(Highland Resources) 
Water & Sewer Cost-of-Service 
Studies 
No contract 
 
37,440.00    
 
No 
 
2005 Stanley  Consultants,  Inc.  Electric Cost-of-Service Study  22,800.00   24,655.03 ^   Yes 
** - $5,765.00 paid prior to fiscal year 1997 
^ - Includes $1,855.03 for presentation to the Council. 
•  On June 24, 1996, City officials approved and entered into an agreement with The Energy 
Group to conduct a cost-of-service study and rate analysis for the Webster City Municipal 
Utilities to determine future planning, services to customers and rates for the Webster City 
Utilities.  The contract included a provision for payments not-to-exceed $14,465.00.   
Available accounting records document $8,700.00 was paid to The Energy Group during 
fiscal year 1997.  According to a representative of the City we spoke with, The Energy 
Group was paid an additional $5,765.00 prior to the time period of our review.  The total 
amount paid to The Energy Group was $14,465.00. 
•  On May 4, 1998, the City approved a cost-of-service analysis and review to be performed by 
The Energy Group for the Webster City Municipal Electric Utility.  The contract contained a  
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provision for payments not-to-exceed $15,750.00.  The amount paid for the study totaled 
$11,560.00.   
•  For fiscal year 2004, The Energy Group presented a Water Utility cost-of-service study and 
a Sewer Utility cost-of-service study which was prepared by Highland Resources.   
According to City personnel we spoke with, Highland Resources is an organization owned 
by the City’s former Finance Director, Brian Fitzpatrick.  The preparation of the studies 
was not approved by the City Council, as was done for previous cost studies.   
The City paid The Energy Group $37,440.00 for the 2 studies.  According to Mr. Needles, 
the payments were made to The Energy Group which then paid Highland Resources.   
Highland Resources was not able to provide services directly to the City because the 
organization did not have the appropriate insurance coverage.  As a result, The Energy 
Group subcontracted the work performed for the City to Highland Resources.   
According to Council members, they were not aware the cost-of-service studies were being 
performed.  According to the former City Manager, Council approval for the studies was not 
sought because the cost of the studies had been included in the City’s budget.  All other 
studies were approved by the Council prior to performance.  Because the payments for the 
study were made to The Energy Group, a frequent service provider for the City, it appears 
the Council was unaware it had approved payments for the studies.   
According to Mr. Needles, The Energy Group paid Highland Resources $20,000.36 for the 
work subcontracted to the organization.  Upon learning of the studies, the Mayor requested 
copies of the checks submitted by The Energy Group to Highland Resources.  We reviewed 
images of the checks issued by The Energy Group to Highland Resources.  Appendix 17 
includes a copy of an e-mail regarding the circumstances of the studies.  When we spoke 
with Mr. Needles, he stated the difference between the $34,440.00 paid by the City for the 
studies and the $20,000.36 paid by The Energy Group to Highland Resources was retained 
by The Energy Group for costs incurred reviewing Highland Resources’ work and providing 
oversight during the project.  However, as illustrated by Appendix 17, Mr.  Needles 
communicated to the former City Manager the additional costs were for “time spent by 
myself and/or my staff assisting your department heads on specific cost-of-service of those 
areas outlined…” 
During the period Highland Resources performed the studies with oversight provided by 
The Energy Group and Mr.  Needles, Mr.  Needles was also acting as the City’s “Utilities 
Advisor” (a title he used when representing the City).  In addition, Mr. Needles was billing 
the City for “Advisor” services.  It appears to be a conflict for the City’s Utility Advisor to 
direct oversight of an independent cost-of-services study for the Utilities to his own 
company.  Because of this apparent potential conflict of interest, all or a portion of the 
$37,440.00 spent by the City for the studies may not have been in the best interest of the 
City.  Because the services were not approved by Council, the $37,440.00 has been 
included in Exhibit A.   
When confronted with questions from City officials about the studies, Ms.  Rotschafer 
responded in a memo to the Mayor and Council dated July 27, 2005.  The memo stated, “If 
you question why copies [of the studies’ results] were not distributed, I do not know how 
useful this information is to the Council – it was designed as a tool for management.”   
Appendix 18 includes a copy of the memo.   
In a memo dated August 26, 2005 to the Mayor and Council, Ms. Rotschafer stated the 
issue was not necessarily the studies themselves, but that there was not a formal contract 
between Highland Resources, The Energy Group and the City.  The memo also justified the 
expenditures by outlining several other professional or contractual services procured by the 
Ci t y  f or  w h i c h  a  f or m a l  c on t r a c t  w a s  n ot  i n  p l a c e.   A c o py  of  t h e m e m o i s  i n c l ud e d i n  
Appendix 19.    
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The City does not currently have a policy on contract procurement for professional services.  
However, we observed cases in which the City had established contracts with other vendors 
for professional services, such as the contracts with The Energy Group for electric cost-of-
service studies previously performed.    
•  On November 1, 2004, the Council approved an agreement with Stanley Consultants, Inc. 
to perform an Electric cost-of-service and rate design study.  The contract specified the 
total amount of the study was $22,800.00.  However, the City paid $24,655.03.  According 
to the City Clerk, Stanley Consultants was paid an additional $1,855.03 to present the 
study to the Council.  Although the City requested the study, the recommendations made 
by Stanley Consultants were not implemented by the City.   Instead, staff opted to use their 
own method.  According to the former City Manager, the method used by Stanley 
Consultants was difficult to understand and City personnel instead chose to use their own 
method.   
During our fieldwork, representatives of Hamilton County Taxpayers Association (HCTA) 
contacted us with concerns regarding the current rate structure and why the Stanley 
Consultant’s cost-of-service study recommendations were not used.  According to the 
representatives we spoke with, they were told by the City’s Electric Sub-committee they 
could not understand the reports and they felt Stanley Consultants was not current and 
did not have new methodology.  The HCTA subsequently hired Latham & Associates, Inc. to 
review the report prepared by Stanley Consultants.  
We obtained the report prepared by Latham & Associates, Inc. from HCTA.  The purpose of 
the report was to review and understand the process by which electric rates are determined 
by the City and how those rates reflect the costs of serving individual customer classes.  
The report was also to determine whether the rates charged to some customers of the 
Utility were subsidized by charges to other groups.   
The Latham report concluded Stanley Consultants provided “a competent, systematic class 
cost of service study that has included estimates of the costs of providing services to each 
customer class.”  The report also stated “We were, however, dismayed to find that, at least 
in the May 2005 time period, the Stanley Consultants class cost of service study was not 
being used for pricing purposes in proposals by the Webster City Utilities staff and 
consultants…we were surprised to see a staff-proposed “cost plus” concept of cost 
allocation and pricing, that in effect, rejected the well-considered Stanley Consultants class 
cost of service study”.    
The City did not use the report from Stanley Consultants and instead used its own, in-
house cost methodology.  The City paid $24,655.03 to Stanley Consultants for the report 
which was not used.    
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Recommended Control Procedures 
As part of our fieldwork, we reviewed the procedures used by Webster City to process financial 
transactions.  An important aspect of internal control is to establish procedures that provide 
accountability for assets susceptible to loss from error and irregularities.  These procedures 
provide the actions of one individual will act as a check of those of another and provide a level 
of assurance errors or irregularities will be noted within a reasonable time during the course of 
normal operations.  Based on our findings and observations detailed below, the following 
recommendations are made to strengthen Webster City’s internal controls.   
A.  Invoices – The Energy Group administered the Key Accounts program for the 
City between May 2000 and December 2006.  The billings between May 2000 
and May  2004 did not have sufficient detail for the City to determine what 
items were billed for.  The detail was not included until it was requested by the 
Council in 2004.   
Recommendation – City officials should implement procedures to ensure 
payments to all vendors are supported by billings that contain sufficient detail 
to determine specifically what they are paying for and ensure the payments are 
in compliance with the terms of any authorizing contract.   
In addition, the billings should be reviewed prior to payment to ensure only 
appropriate or reasonable items are billed at the proper cost.   
B.  Professional Services Contracts – During our review of professional service 
contracts between The Energy Group and the City, we identified several cost-of-
service studies and project management contracts which were not approved by 
the Council.   
We also identified contracts for professional services which did not appear to 
have been solicited in a manner that would allow for competitive and timely 
response from more than one potential vendor.   
Recommendation – City officials should implement procedures which ensure 
professional services contracts are solicited through open competition and are 
approved by the Council prior to the performance of services.   
C.  Potential Conflict of Interest – The City does not have a policy regarding 
conflicts of interest. 
Recommendation – City officials should implement appropriate policies and 
procedures regarding potential conflicts of interest.  The policies and 
procedures should ensure all disbursements of the City are reviewed prior to 
payment by an independent party with the authority to provide appropriate 
oversight.  The independent review should ensure the vendor or party with 
whom the City is conducting business does not have a potential conflict of 
interest with City officials or personnel. 
D.  Reimbursements from Corn Belt - The City participates in the “Key Accounts 
Management program” established by its energy provider, Corn Belt Power 
Cooperative.  Corn Belt reimburses the City for salary and other necessary 
costs incurred for operation of the program.   
Prior to October 2006, the City engaged The Energy Group to administer the 
program for the City.  Kelly Needles, Executive Vice-President of The Energy 
Group, was responsible for the daily operations of the program at the City.   
Mr. Needles prepared and submitted reimbursement reports to Corn Belt for 
the City.  The reimbursement reports stated the number of hours Mr. Needles 
and City staff worked on the program as well as other expenses incurred.    
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Mr. Needles also prepared and submitted invoices to the City for his work on 
the program.   
Based on the reimbursement reports, Corn Belt reimbursed the City 
$329,834.86 for the program between April 1, 2001 and September 30, 2006.  
The reimbursement reports submitted to Corn Belt by Mr.  Needles show he 
worked 10,398.25 hours on the program.  However, the invoices Mr. Needles 
submitted to the City for the same time period show he worked only 6,083.9 
hours on the program.  The additional 4,314.35 hours of service reported to 
Corn Belt resulted in the City receiving reimbursements of $137,464.89 for 
hours not worked by Mr. Needles.  
In addition, the amounts reported by Mr. Needles and reimbursed to the City 
for hours worked by City staff were not supported by timesheets or other 
documentation.  Corn Belt reimbursed the City $45,815.20 for City staff time.  
Also, $10,777.01 of other expenses reported to and reimbursed by Corn Belt 
were not supported. 
Recommendation – City officials should consult with legal counsel and 
representatives of Corn Belt to resolve the over-reimbursement of $138,964.89 
and the unsupported reimbursements of $56,592.21.   
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Exhibits 
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Summary of Findings 
For the period January 1, 1997 through December 31, 2006 
Exhibit/Table/
Description Page Number 
Key Accounts Management program:
   Over-reimbursement to City for Key Accounts Executive's Time Exhibit C
   City Staff Time Exhibit E
   Other Unsupported Expenses Exhibit F
   Cost of Computer Page 11
Child Care Projects:
   Project Management Billings Table 5
Other Concerns:
   Excessive Hours per Day Table 6
   Miscalculated Billings Page 17
   Cost-of-Service Studies Page 19
      Total
 Exhibit A 
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Services
Unsupported Not
Reimbursements Disbursements Reimbursements Approved
 $            137,464.89   -  - -
 -   -  45,815.20 -
 -   -  10,777.01 -
                   1,500.00                              -                                 -                          - 
 -                  44,064.77  - -
 -                   1,111.50  - -
 -                      (809.00) - -
 -   -  - 37,440.00
 $            138,964.89                  44,367.27                   56,592.21            37,440.00 
Improper
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Summary of Payments to The Energy Group 
For the period January 1, 1997 through December 31, 2006 
Fiscal Year
Description 1997 1998 1999 2000 2001
Utility Key Accounts Management - $             -              -              3,800.00      42,525.00   
Child Care Projects: -                -              -              -              -             
     Design Services/Project Management -                -              -              -              7,800.00     
     Inspections -                -              -              -              -             
     Geothermal Test Well -                -              -              -              -             
     Plans and Specifications (copying and shipping) -                -              -              -              -             
         Subtotal -                -              -              -              7,800.00     
General Consulting 9,850.00        13,397.50    25,650.00    46,450.00    12,925.00   
Cost-of-Service Studies 8,700.00        -              11,560.00    -              -             
Other Services:
Rebuild Webster City Grant: -                -              -              -              -             
     Base Amount 6,250.00        10,000.00    11,250.00    -              -             
     Commission 5,000.00        5,000.00      -              -              -             
     Retainage (562.50)          787.50        -              -              -             
        Subtotal of Rebuild Webster City Grant 10,687.50      15,787.50    11,250.00    -              -             
Economic Development -                -              -              -              1,625.00     
Airport Project -                -              -              -              -             
Natural Gas Commission -                -              -              -              -             
ABI Dues 102.00           -              -              -              -             
Kiwanis Dues 42.00             -              -              -              -             
Kiwanis Add 15.00             -              -              -              -             
ABI Home Show 175.00           -              -              -              -             
Energy Audits for Utility Customers -                2,536.52      -              -              -             
Energy Audit for Kreg Foster -                -              1,200.00      -              -             
Life Cycle Cost Analyes at ICCC -                -              -              2,000.00      -             
Reimbursement for Computer -                -              -              -              3,582.80     
Frigidaire Pricing and Contract Neg. -                3,250.00      -              -              -             
    Subtotal of Other Services 11,021.50      21,574.02    12,450.00    2,000.00      5,207.80     
         Total 29,571.50 $   34,971.52    49,660.00    52,250.00    68,457.80   
 Exhibit B 
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2002 2003 2004 2005 2006 2007 Total
66,410.75      77,090.00      79,706.25      55,441.75    53,248.00    8,502.00      386,723.75   
-                -                -                -              -              -              -               
67,559.25      23,011.00      -                -              -              -              98,370.25     
-                14,366.65      2,702.87        -              -              -              17,069.52     
-                6,125.00        -                -              -              -              6,125.00       
-                3,707.34        -                -              -              -              3,707.34       
67,559.25      47,209.99      2,702.87        -              -              -              125,272.11   
4,875.00        13,325.00      14,495.00      -              -              1,137.50      142,105.00   
-                24,700.00      12,740.00      -              -              -              57,700.00     
-               
-                -                -                -              -              -              -               
-                -                -                -              -              -              27,500.00     
-                -                -                -              -              -              10,000.00     
-                -                -                -              -              -              225.00          
-                -                -                -              -              -              37,725.00     
13,260.00      15,177.50      6,240.00        2,892.50      -              -              39,195.00     
2,567.50        -                -                -              -              -              2,567.50       
-                -                7,377.50        6,516.25      -              -              13,893.75     
-                -                -                -              -              -              102.00          
-                -                -                -              -              -              42.00            
-                -                -                -              -              -              15.00            
-                -                -                -              -              -              175.00          
-                -                -                -              -              -              2,536.52       
-                -                -                -              -              -              1,200.00       
-                -                -                -              -              -              2,000.00       
-                -                -                1,500.00      -              -              5,082.80       
-                -                -                -              -              -              3,250.00       
15,827.50      15,177.50      13,617.50      10,908.75    -              -              107,784.57   
154,672.50    177,502.49    123,261.62    66,350.50    53,248.00    9,639.50      819,585.43   
 Exhibit C 
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Over-reimbursement to City for Key Accounts Executive’s Time 
For the period January 1, 1997 through December 31, 2006 
Service from Corn Belt
Period (A) (B) (D)
Apr-00 25.00           52.00         (27.00) 750.00 $          30.00      (810.00) $        
May-00 22.00           24.00         (2.00) 660.00             30.00      (60.00)             
Jun-00 57.00           48.00         9.00 1,710.00          30.00      270.00            
   Subtotal 104.00         124.00       (20.00)       3,120.00          (600.00)           
Jul-00 75.00           62.00         13.00 2,250.00          30.00      390.00            
Aug-00 101.00         76.00         25.00 3,030.00          30.00      750.00            
Sep-00 121.00         64.00         57.00 3,630.00          30.00      1,710.00         
Oct-00 137.00         54.00         83.00 4,110.00          30.00      2,490.00         
Nov-00 131.00         70.00         61.00 3,930.00          30.00      1,830.00         
Dec-00 160.00         56.00         104.00 4,800.00          30.00      3,120.00         
Jan-01 106.00         76.00         30.00 3,180.00          30.00      900.00            
Feb-01 102.00         55.00         47.00 3,060.00          30.00      1,410.00         
Mar-01 116.00         69.00         47.00 3,480.00          30.00      1,410.00         
Apr-01 119.00         61.00         58.00 3,570.00          30.00      1,740.00         
May-01 121.00         80.00         41.00 3,630.00          30.00      1,230.00         
Jun-01 135.00         64.00         71.00 4,050.00          30.00      2,130.00         
   Subtotal 1,424.00      787.00       637.00      42,720.00        19,110.00       
Jul-01 133.50         61.00         72.50 4,005.00          30.00      2,175.00         
Aug-01 142.00         80.00         62.00 4,260.00          30.00      1,860.00         
Sep-01 136.00         74.00         62.00 4,080.00          30.00      1,860.00         
Oct-01 129.00         83.00         46.00 3,870.00          30.00      1,380.00         
Nov-01 127.00         76.00         51.00 3,810.00          30.00      1,530.00         
Dec-01 118.50         76.00         42.50 3,555.00          30.00      1,275.00         
Jan-02 163.00         127.00       36.00 4,890.00          30.00      1,080.00         
Feb-02 155.00         97.00         58.00 4,650.00          30.00      1,740.00         
Mar-02 148.50         89.00         59.50 4,455.00          30.00      1,785.00         
Apr-02 147.00         92.70         54.30 4,410.00          30.00      1,629.00         
May-02 151.00         102.00       49.00 4,530.00          30.00      1,470.00         
Jun-02 161.00         98.00         63.00 4,830.00          30.00      1,890.00         
   Subtotal 1,711.50      1,055.70    655.80      51,345.00        19,674.00       
Amounts
Overstated
(Understated)
Number of Hours
Reported to
Corn Belt
by the City
Billed to the
City by The
Energy Group*
Over/(Under)
Reimbursement
(C x E)
Calculated Hourly
Reimbursement
Rate
(E = D/A) (C = A - B)
Reimbursed to
the City by
Corn Belt
 Exhibit C 
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Over-reimbursement to City for Key Accounts Executive’s Time 
For the period January 1, 1997 through December 31, 2006 
Service from Corn Belt
Period (A) (B) (D)
Jul-02 150.00         96.00         54.00 4,500.00          30.00      1,620.00         
Aug-02 152.00         99.00         53.00 4,560.00          30.00      1,590.00         
Sep-02 151.00         100.00       51.00 4,530.00          30.00      1,530.00         
Oct-02 151.00         109.00       42.00 4,530.00          30.00      1,260.00         
Nov-02 149.50         107.50       42.00 4,485.00          30.00      1,260.00         
Dec-02 151.00         105.00       46.00 4,530.00          30.00      1,380.00         
Jan-03 165.00         102.50       62.50 5,247.00          31.80      1,987.50         
Feb-03 162.00         99.00         63.00 5,151.60          31.80      2,003.40         
Mar-03 172.00         86.00         86.00 5,469.60          31.80      2,734.80         
Apr-03 168.00         94.00         74.00 5,342.40          31.80      2,353.20         
May-03 171.00         90.00         81.00 5,437.80          31.80      2,575.80         
Jun-03 171.00         154.00       17.00 5,437.80          31.80      540.60            
   Subtotal 1,913.50      1,242.00    671.50      59,221.20        20,835.30       
Jul-03 169.00         130.00       39.00 5,374.20          31.80      1,240.20         
Aug-03 160.00         110.00       50.00 5,088.00          31.80      1,590.00         
Sep-03 160.00         86.00         74.00 5,088.00          31.80      2,353.20         
Oct-03 160.00         97.00         63.00 5,088.00          31.80      2,003.40         
Nov-03 160.00         99.00         61.00 5,088.00          31.80      1,939.80         
Dec-03 160.00         90.00         70.00 5,088.00          31.80      2,226.00         
Jan-04 160.00         90.00         70.00 5,240.00          32.75      2,292.50         
Feb-04 148.00         110.00       38.00 4,847.00          32.75      1,244.50         
Mar-04 150.00         88.25         61.75 4,912.50          32.75      2,022.31         
Apr-04 150.00         87.00         63.00 4,912.50          32.75      2,063.25         
May-04 160.00         85.00         75.00 5,240.00          32.75      2,456.25         
Jun-04 152.00         70.75         81.25 4,978.00          32.75        2,660.94         
   Subtotal 1,889.00      1,143.00    746.00      60,944.20        24,092.35       
Jul-04 160.00         81.50         78.50 5,240.00          32.75      2,570.88         
Aug-04 160.00         76.00         84.00 5,240.00          32.75      2,751.00         
Sep-04 160.00         79.00         81.00 5,240.00          32.75      2,652.75         
Oct-04 160.00         86.00         74.00 5,240.00          32.75      2,423.50         
Nov-04 160.00         66.60         93.40 4,683.25          29.27      2,733.85         
Number of Hours Amounts
Reported to Billed to the Reimbursed to Calculated Hourly Over/(Under)
Corn Belt City by The Overstated the City by Reimbursement Reimbursement
by the City Energy Group* (Understated) Corn Belt Rate
(C = A - B) (E = D/A) (C x E)
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Over-reimbursement to City for Key Accounts Executive’s Time 
For the period January 1, 1997 through December 31, 2006 
Service from Corn Belt
Period (A) (B) (D)
Dec-04 135.25         72.00         63.25 4,429.44          32.75      2,071.44         
Jan-05 141.00         41.00         100.00 4,755.93          33.73      3,373.00         
Feb-05 100.00         43.80         56.20 3,373.00          33.73      1,895.63         
Mar-05 123.00         72.50         50.50 4,148.79          33.73      1,703.37         
Apr-05 160.00         81.80         78.20 5,396.80          33.73      2,637.69         
May-05 155.00         82.00         73.00 5,228.15          33.73      2,462.29         
Jun-05 155.00         77.90         77.10 5,228.15          33.73      2,600.58         
   Subtotal 1,769.25      860.10       909.15      58,203.51        29,875.96       
Jul-05 142.00         84.50         57.50 4,789.66          33.73      1,939.48         
Aug-05 142.00         89.80         52.20 4,789.66          33.73      1,760.71         
Sep-05 128.00         79.10         48.90 4,317.44          33.73      1,649.40         
Oct-05 148.00         86.60         61.40 4,992.04          33.73      2,071.02         
Nov-05 144.00         77.20         66.80 4,857.12          33.73      2,253.16         
Dec-05 139.00         71.00         68.00 4,688.47          33.73      2,293.64         
Jan-06 55.00           35.10         19.90 1,910.70          34.74      691.33            
Feb-06 100.00         53.50         46.50 3,474.00          34.74      1,615.41         
Mar-06 80.00           36.70         43.30 2,779.20          34.74      1,504.24         
Apr-06 110.00         48.00         62.00 3,821.40          34.74      2,153.88         
May-06 152.00         79.80         72.20 5,280.48          34.74      2,508.23         
Jun-06 75.00           39.90         35.10 2,605.50          34.74      1,219.37         
   Subtotal 1,415.00      781.20       633.80      48,305.67        21,659.86       
Jul-06 103.00         53.40         49.60 3,578.22          34.74        1,723.10         
Aug-06 48.00           25.50         22.50 1,667.52          34.74      781.65            
Sep-06 21.00           12.00         9.00 729.54             34.74      312.66            
   Subtotal 172.00         90.90         81.10        5,975.28          2,817.41         
   Total 10,398.25    6,083.90    4,314.35  329,834.86 $    137,464.89 $  
* - For the Key Accounts Program.
Rate
(C = A - B) (E = D/A) (C x E)
by the City Energy Group* (Understated) Corn Belt
Over/(Under)
Corn Belt City by The Overstated the City by Reimbursement Reimbursement
Number of Hours Amounts
Reported to Billed to the Reimbursed to Calculated Hourly
 Exhibit D 
31 
Report on Reaudit and Special Investigation of the 
City of Webster City 
 
Comparison of Amounts Billed to the City by The Energy Group to the Amounts 
Reimbursed to the City by Corn Belt Power Cooperative for Kelly Needles’ Time 
For the period January 1, 1997 through December 31, 2006 
Service
Period
Apr-00 2,600.00 $       750.00          1,850.00      
May-00 1,200.00 660.00          540.00        
Jun-00 2,400.00 1,710.00        690.00        
  Subtotal 6,200.00 3,120.00 3,080.00      
Jul-00 3,100.00 2,250.00        850.00        
Aug-00 3,800.00 3,030.00        770.00        
Sep-00 3,200.00 3,630.00        (430.00)       
Oct-00 2,700.00 4,110.00        (1,410.00)     
Nov-00 3,500.00 3,930.00        (430.00)       
Dec-00 2,800.00 4,800.00        (2,000.00)     
Jan-01 3,800.00 3,180.00        620.00        
Feb-01 3,575.00 3,060.00        515.00        
Mar-01 4,485.00 3,480.00        1,005.00      
Apr-01 3,965.00 3,570.00        395.00        
May-01 5,200.00 3,630.00        1,570.00      
Jun-01 4,160.00 4,050.00        110.00        
  Subtotal 44,285.00 42,720.00 1,565.00      
Jul-01 3,965.00 4,005.00        (40.00)         
Aug-01 5,200.00 4,260.00        940.00        
Sep-01 4,810.00 4,080.00        730.00        
Oct-01 5,395.00 3,870.00        1,525.00      
Nov-01 4,940.00 3,810.00        1,130.00      
Dec-01 4,940.00 3,555.00        1,385.00      
Jan-02 8,255.00 4,890.00        3,365.00      
Feb-02 6,305.00 4,650.00        1,655.00      
Mar-02 5,785.00 4,455.00        1,330.00      
Apr-02 6,025.75 4,410.00        1,615.75      
May-02 6,630.00 4,530.00        2,100.00      
Jun-02 6,370.00 4,830.00        1,540.00      
  Subtotal 68,620.75 51,345.00 17,275.75    
Amounts
Corn Belt Difference Energy Group
Reimbursed to 
City by The the City by
Billed to the
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Comparison of Amounts Billed to the City by The Energy Group to the Amounts 
Reimbursed to the City by Corn Belt Power Cooperative for Kelly Needles’ Time 
For the period January 1, 1997 through December 31, 2006 
Service
Period
Jul-02 6,240.00 4,500.00        1,740.00      
Aug-02 6,435.00 4,560.00        1,875.00      
Sep-02 6,500.00 4,530.00        1,970.00      
Oct-02 7,085.00 4,530.00        2,555.00      
Nov-02 6,987.50 4,485.00        2,502.50      
Dec-02 6,825.00 4,530.00        2,295.00      
Jan-03 6,662.50 5,247.00        1,415.50      
Feb-03 6,435.00 5,151.60        1,283.40      
Mar-03 5,590.00 5,469.60        120.40        
Apr-03 6,110.00 5,342.40        767.60        
May-03 5,850.00 5,437.80        412.20        
Jun-03 10,010.00 5,437.80        4,572.20      
  Subtotal 80,730.00 59,221.20 21,508.80    
Jul-03 8,450.00 5,374.20        3,075.80      
Aug-03 7,150.00 5,088.00        2,062.00      
Sep-03 5,590.00 5,088.00        502.00        
Oct-03 6,305.00 5,088.00        1,217.00      
Nov-03 6,435.00 5,088.00        1,347.00      
Dec-03 5,850.00 5,088.00        762.00        
Jan-04 5,850.00 5,240.00        610.00        
Feb-04 7,150.00 4,847.00        2,303.00      
Mar-04 5,736.25 4,912.50        823.75        
Apr-04 5,655.00 4,912.50        742.50        
May-04 5,525.00 5,240.00        285.00        
Jun-04 4,598.75  4,978.00        (379.25)       
  Subtotal 74,295.00 60,944.20 13,350.80    
Jul-04 5,297.50 5,240.00        57.50          
Aug-04 4,940.00 5,240.00        (300.00)       
Sep-04 5,135.00 5,240.00        (105.00)       
Oct-04 5,590.00 5,240.00        350.00        
Nov-04 4,329.00 4,683.25        (354.25)       
Energy Group Corn Belt Difference
Amounts
Billed to the Reimbursed to 
City by The the City by
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Comparison of Amounts Billed to the City by The Energy Group to the Amounts 
Reimbursed to the City by Corn Belt Power Cooperative for Kelly Needles’ Time 
For the period January 1, 1997 through December 31, 2006 
Service
Period
Dec-04 4,680.00 4,429.44        250.56        
Jan-05 2,665.00 4,755.93        (2,090.93)     
Feb-05 2,847.00 3,373.00        (526.00)       
Mar-05 4,712.50 4,148.79        563.71        
Apr-05 5,317.00 5,396.80        (79.80)         
May-05 5,330.00 5,228.15        101.85        
Jun-05 5,063.50 5,228.15        (164.65)       
  Subtotal 55,906.50 58,203.51 (2,297.01)     
Jul-05 5,492.50 4,789.66        702.84        
Aug-05 5,837.00 4,789.66        1,047.34      
Sep-05 5,141.50 4,317.44        824.06        
Oct-05 5,629.00 4,992.04        636.96        
Nov-05 5,018.00 4,857.12        160.88        
Dec-05 4,615.00 4,688.47        (73.47)         
Jan-06 2,281.50 1,910.70        370.80        
Feb-06 3,477.50 3,474.00        3.50            
Mar-06 2,385.50 2,779.20        (393.70)       
Apr-06 3,120.00 3,821.40        (701.40)       
May-06 5,187.00 5,280.48        (93.48)         
Jun-06 2,593.50 2,605.50        (12.00)         
  Subtotal 50,778.00 48,305.67 2,472.33      
Jul-06 3,471.00  3,578.22        (107.22)       
Aug-06 1,657.50 1,667.52        (10.02)         
Sep-06 780.00 729.54          50.46          
  Subtotal 5,908.50 5,975.28 (66.78)         
   Total 386,723.75 $   329,834.86    56,888.89    
Energy Group Corn Belt Difference
Amounts
Billed to the Reimbursed to 
City by The the City by
 Exhibit E 
34 
Report on Reaudit and Special Investigation of the 
City of Webster City 
 
Unsupported Reimbursements for Salary Costs Reported to Corn Belt Power Cooperative 
For the period January 1, 1997 through December 31, 2006 
Unsupported
Service Key Accounts Key Accounts Key Accounts Salary
Period Management Representative Support Costs
Apr-00 1,360.00 $        -                       -                  1,360.00                
May-00 1,020.00           -                       255.00            1,275.00                
Jun-00 408.00              -                       323.00            731.00                   
Jul-00 527.00              -                       527.00            1,054.00                
Aug-00 510.00              -                       272.00            782.00                   
Sep-00 272.00              -                       408.00            680.00                   
Oct-00 -                   -                       306.00            306.00                   
Nov-00 272.00              -                       374.00            646.00                   
Dec-00 748.00              -                       153.00            901.00                   
Jan-01 884.00              -                       153.00            1,037.00                
Feb-01 510.00              -                       195.50            705.50                   
Mar-01 646.00              -                       51.00              697.00                   
Apr-01 595.00              -                       187.00            782.00                   
May-01 442.00              -                       119.00            561.00                   
Jun-01 544.00              -                       187.00            731.00                   
Jul-01 510.00              -                       153.00            663.00                   
Aug-01 782.00              -                       204.00            986.00                   
Sep-01 1,088.00           -                       229.50            1,317.50                
Oct-01 1,054.00           -                       187.00            1,241.00                
Nov-01 1,088.00           -                       136.00            1,224.00                
Dec-01 884.00              -                       85.00              969.00                   
Jan-02 646.00              189.00                 -                  835.00                   
Feb-02 629.00              270.00                 -                  899.00                   
Mar-02 1,054.00           -                       425.00            1,479.00                
Apr-02 1,088.00           -                       476.00            1,564.00                
May-02 1,156.00           -                       425.00            1,581.00                
Jun-02 935.00              -                       323.00            1,258.00                
Jul-02 1,054.00           -                       357.00            1,411.00                
Aug-02 952.00              -                       357.00            1,309.00                
Sep-02 1,054.00           -                       340.00            1,394.00                
Oct-02 -                   1,107.00              374.00            1,481.00                
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Unsupported Reimbursements for Salary Costs Reported to Corn Belt Power Cooperative 
For the period January 1, 1997 through December 31, 2006 
Unsupported
Service Key Accounts Key Accounts Key Accounts Salary
Period Management Representative Support Costs
Nov-02 -                   1,215.00              408.00            1,623.00                
Dec-02 -                   1,161.00              442.00            1,603.00                
Jan-03 -                   744.12                 -                  744.12                   
Feb-03 -                   658.26                 -                  658.26                   
Mar-03 -                   858.60                 -                  858.60                   
Apr-03 -                   772.74                 -                  772.74                   
May-03 -                   1,058.94              -                  1,058.94                
Jun-03 -                   1,202.04              -                  1,202.04                
Jul-03 -                   1,202.04              -                  1,202.04                
Aug-03 -                   -                       -                  -                         
Sep-03 -                   -                       -                  -                         
Oct-03 -                   -                       -                  -                         
Nov-03 -                   601.02                 -                  601.02                   
Dec-03 -                   801.36                 -                  801.36                   
Jan-04 -                   648.56                 -                  648.56                   
Feb-04 -                   795.96                 -                  795.96                   
Mar-04 -                   737.00                 -                  737.00                   
Apr-04 -                   324.28                 -                  324.28                   
May-04 -                   -                       -                  -                         
Jun-04 -                   324.28                 -                  324.28                   
Jul-04 -                   -                       -                  -                         
Aug-04 -                   -                       -                  -                         
Sep-04 -                   -                       -                  -                         
Oct-04 -                   -                       -                  -                         
Nov-04 -                   -                       -                  -                         
Dec-04 -                   -                       -                  -                         
Jan-05 -                   -                       -                  -                         
Feb-05 -                   -                       -                  -                         
Mar-05 -                   -                       -                  -                         
Apr-05 -                   -                       -                  -                         
May-05 -                   -                       -                  -                         
Jun-05 -                   -                       -                  -                         
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Unsupported Reimbursements for Salary Costs Reported to Corn Belt Power Cooperative 
For the period January 1, 1997 through December 31, 2006 
Unsupported
Service Key Accounts Key Accounts Key Accounts Salary
Period Management Representative Support Costs
Jul-05 -                   -                       -                  -                         
Aug-05 -                   -                       -                  -                         
Sep-05 -                   -                       -                  -                         
Oct-05 -                   -                       -                  -                         
Nov-05 -                   -                       -                  -                         
Dec-05 -                   -                       -                  -                         
Jan-06 -                   -                       -                  -                         
Feb-06 -                   -                       -                  -                         
Mar-06 -                   -                       -                  -                         
Apr-06 -                   -                       -                  -                         
May-06 -                   -                       -                  -                         
Jun-06 -                   -                       -                  -                         
Jul-06 -                   -                       -                  -                         
Aug-06 -                   -                       -                  -                         
Sep-06 -                   -                       -                  -                         
   Total 22,712.00         14,671.20            8,432.00         45,815.20               
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Unsupported Reimbursements for Other Costs Reported to Corn Belt Power Cooperative 
For the period January 1, 1997 through December 31, 2006 
Less:
Service Material & Expense & Total Supported Unsupported
Period Equipment Supplies Travel Reimbursements Reimbursements Reimbursements
Apr-00 -               -               19.50           19.50                      -                           19.50                      
May-00 -               -               29.25           29.25                      -                           29.25                      
Jun-00 -               -               48.75           48.75                      -                           48.75                      
Jul-00 -               -               97.50           97.50                      -                           97.50                      
Aug-00 -               -               256.86         256.86                    -                           256.86                    
Sep-00 -               -               39.00           39.00                      -                           39.00                      
Oct-00 3,500.00       -               47.13           3,547.13                 -                           3,547.13                 
Nov-00 -               -               52.65           52.65                      -                           52.65                      
Dec-00 -               -               48.75           48.75                      -                           48.75                      
Jan-01 -               -               55.20           55.20                      -                           55.20                      
Feb-01 -               -               110.40         110.40                    -                           110.40                    
Mar-01 -               -               55.20           55.20                      -                           55.20                      
Apr-01 -               -               59.34           59.34                      -                           59.34                      
May-01 -               69.00           1,296.60      1,365.60                 -                           1,365.60                 
Jun-01 -               -               366.41         366.41                    -                           366.41                    
Jul-01 -               -               58.65           58.65                      -                           58.65                      
Aug-01 -               -               -                          -                           -                          
Sep-01 -               -               41.40           41.40                      -                           41.40                      
Oct-01 -               -               51.75           51.75                      -                           51.75                      
Nov-01 -               -               57.96           57.96                      -                           57.96                      
Dec-01 -               -               59.00           59.00                      -                           59.00                      
Jan-02 -               -               51.75           51.75                      -                           51.75                      
Feb-02 -               -               51.75           51.75                      -                           51.75                      
Mar-02 -               -               51.75           51.75                      -                           51.75                      
Apr-02 -               -               51.75           51.75                      -                           51.75                      
May-02 -               -               51.75           51.75                      -                           51.75                      
Jun-02 -               -               51.75           51.75                      -                           51.75                      
Jul-02 -               -               51.75           51.75                      -                           51.75                      
Aug-02 -               -               51.75           51.75                      -                           51.75                      
Sep-02 -               -               51.75           51.75                      -                           51.75                      
Oct-02 -               -               59.34           59.34                      -                           59.34                      
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Unsupported Reimbursements for Other Costs Reported to Corn Belt Power Cooperative 
For the period January 1, 1997 through December 31, 2006 
Less:
Service Material & Expense & Total Supported Unsupported
Period Equipment Supplies Travel Reimbursements Reimbursements Reimbursements
Nov-02 -               -               56.93           56.93                      -                           56.93                      
Dec-02 -               -               59.34           59.34                      -                           59.34                      
Jan-03 -               -               63.00           63.00                      -                           63.00                      
Feb-03 -               -               83.52           83.52                      -                           83.52                      
Mar-03 -               -               63.00           63.00                      -                           63.00                      
Apr-03 -               -               63.00           63.00                      -                           63.00                      
May-03 -               -               63.00           63.00                      -                           63.00                      
Jun-03 -               -               63.00           63.00                      -                           63.00                      
Jul-03 -               -               59.40           59.40                      -                           59.40                      
Aug-03 -               -               93.60           93.60                      -                           93.60                      
Sep-03 -               -               93.60           93.60                      -                           93.60                      
Oct-03 -               -               87.48           87.48                      -                           87.48                      
Nov-03 -               -               97.20           97.20                      -                           97.20                      
Dec-03 -               -               97.20           97.20                      -                           97.20                      
Jan-04 -               -               777.34         777.34                    458.59                     318.75                    
Feb-04 1,500.00       -               66.75           1,566.75                 1,500.00                  66.75                      
Mar-04 -               -               90.00           90.00                      -                           90.00                      
Apr-04 56.25            -               -              56.25                      -                           56.25                      
May-04 80.63            -               -              80.63                      -                           80.63                      
Jun-04 -               -               71.25           71.25                      -                           71.25                      
Jul-04 -               -               82.50           82.50                      -                           82.50                      
Aug-04 -               -               92.63           92.63                      -                           92.63                      
Sep-04 -               -               97.50           97.50                      -                           97.50                      
Oct-04 -               -               75.00           75.00                      -                           75.00                      
Nov-04 -               -               -              -                          -                           -                          
Dec-04 -               -               112.50         112.50                    -                           112.50                    
Jan-05 -               -               -              -                          -                           -                          
Feb-05 -               -               -              -                          -                           -                          
Mar-05 -               -               303.75         303.75                    -                           303.75                    
Apr-05 -               -               101.25         101.25                    -                           101.25                    
May-05 -               -               107.33         107.33                    -                           107.33                    
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Unsupported Reimbursements for Other Costs Reported to Corn Belt Power Cooperative 
For the period January 1, 1997 through December 31, 2006 
Less:
Service Material & Expense & Total Supported Unsupported
Period Equipment Supplies Travel Reimbursements Reimbursements Reimbursements
Jun-05 -               -               102.06         102.06                    -                           102.06                    
Jul-05 -               -               144.18         144.18                    -                           144.18                    
Aug-05 -               -               144.18         144.18                    -                           144.18                    
Sep-05 -               -               144.18         144.18                    -                           144.18                    
Oct-05 -               -               172.66         172.66                    -                           172.66                    
Nov-05 -               -               160.00         160.00                    -                           160.00                    
Dec-05 -               -               265.00         265.00                    -                           265.00                    
Jan-06 -               -               -              -                          -                           -                          
Feb-06 -               -               -              -                          -                           -                          
Mar-06 -               -               -              -                          -                           -                          
Apr-06 -               -               -              -                          -                           -                          
May-06 -               -               -              -                          -                           -                          
Jun-06 -               -               -              -                          -                           -                          
Jul-06 -               -               -              -                          -                           -                          
Aug-06 -               -               -              -                          -                           -                          
Sep-06 -               -               -              -                          -                           -                          
   Total 5,136.88 $    69.00           7,529.72      12,735.60                1,958.59                  10,777.01               
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This review was performed by: 
Annette K. Campbell, CPA, Director 
Billie Jo Heth, Senior Auditor 
 
Tamera S. Kusian, CPA 
  Deputy Auditor of State 
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